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New  Zealand's  Agricultural- 
Marketinsf  Policies 


by  MAURICE  WRIGHT* 

New  Zealand  is  smaller  and  fartlier  removed  from  the 
mother  country  tlian  any  other  British  Dominion.  Its  posi- 
tion in  world  trade,  however,  is  far  more  important  than  is 
indicated  by  its  size,  location,  and  iwpulation.  Being  a  large 
snpplier  of  live.'^tock  products  to  the  United  Kingdom,  and 
offering  an  important  market  for  British  manufactured  prod- 
ucts. New  Zealand  has  more  foreign  trade  per  capita  than 
any  other  nation.  Since  the  United  Kingdom  takes  80  per- 
cent of  its  exports  and  supplies  about  50  percent  of  its  im- 
ports, imperial  ties  are  strong.  Keflecting  an  attempt  to 
protect  the  outlet  for  surplus  animal  products  in  the  United 
Kingdom,  New  Zealand's  agricultural  policy  in  the  inter-war 
years  moved  toward  increased  state  control  of  marketing. 
The  measures  employed  by  New  Zealand  were  not  used, 
however,  to  raise  prices  of  commodities  for  export  substan- 
tially above  world  levels. 

Wartime  bulk-sales  agreements  witii  the  United  Kingdom 
have  resulted  in  a  general  extension  of  state  m:irketiug  to  all 
the  major  export  products.  The  recent  announcement  of  a 
new.  agreement  covering  the  sale  of  surplus  meat  and  dairy 
products  to  the  United  Kingdom  until  mid-1948  assures  the 
New  Zealand  producer  of  a  market  through  the  early  post- 
war period  and  may  influence  the  development  of  future 
marketing  policies. 

Farm  Resources,  Production, 
and  Market  Outlets 

New  Zealand's  concentration  of  productive  effort 
on  a  few  major  products  to  be  marketed  largely  over- 
seas and  its  dependence  on  the  impoj-tation  of  manu- 
factured goods  make  its  domestic  economy  highly 
sensitive  to  world  price  conditions.  This  situation 
is  made  more  acute  by  heavy  reliance  on  one  export 
market.  For  example,  in  1939  New  Zealand  shipped 
99  ])ercent  of  all  the  meat  and  cheese  exported,  98 
])ercent  of  the  butter,  and  56  percent  of  the  wool  to 
the  United  Kingdom,  which  took  that  year  about  81 
])ercent  of  New  Zealand's  total  exports,  excluding 
specie  and  ship  stores.  Imperial  preference  in  the 
United  Kingdom  market  and  protectionist  policies 
followed  by  other  countries  that  were  potential  mar- 
kets foi-  New  Zealand  products  were  partly  respon- 
sible for  this  dependence  on  th(>  TTnited  Kingdom 
market. 


The  decline  in  world  prices  of  agricultural  prod- 
ucts in  the  early  1930's  had  severe  repercussions  on  '' 
tlie  New  Zealand  economy.    The  present  agricultural 
policy  hirgely  reflects  an  effort  by  a  predominantly 
agricultural    expoitiiig    nation    to    cushion    it.^elf  ^ 
against  the  shocks  producetl  by  drastic  f^uctuation^ 
in  woi'ld  i)rice  levels.    Bilateial  and  >tal('  trading, 
imperial  i^refercnces.  and  impoit  and  excliange  i-e- 
strictioiis  have  been  resorted  to.  not  from  aggre.ssive 
nationalistic  motives,  but  for  the  purpose  of  insulat- 
ing an  exporting  economy  from  the  effects  of  the 
in.stability  of  prices  in  the  world  market  and  trade- 
restriction  policies  of  other  nations.  An  understand- 
ing of  factors  leading  to  controls  affecting  inter- 
national trade,  necessitates  a  brief  review  of  New 
Zealand's  physical  resources,  conditions  of  produc- 
tion, and  the  historical  develoi)nient  of  those  controls. 
This  study  attempts  to  show  tlic  factors  tliat  have 
been  particularly  influential  in  the  development  of 
the  Dominion's  marketing  policies. 

PHYSICAL  BASES  OF  NEW  ZEALAND'S 
ECONOMY 

Grass  is  New  2iealaiurs  greatest  natural  reMJurce. 
Dairying  and  pastoral  enterprises  that  produce  wool 
and  meat  are  the  basic  industries.  The  count i-y  has 
few  indu.strial  resources  other  than  agricultural  aiul 
a  small  working  population.'  The  \alue  of  farm 
jn-oduction  is  more  than  GO  {n'rcenl  of  the  value  of 
production  for  all  purposes  in  New  Zealand:  it  is 
estimated  to  be  al)out  50  percent  of  the  total  national 
income  from  all  sources  (table  1). 

New  Zealand's  soils,  even  the  pooici-  ones,  because 
of  the  comi)aral  i  vcly  mild  and  ('(iiinlile  weather  con- 
ditions, produce  .some  of  the  world's  highest  (luality 
pastures.  While  a  detailed  examination  of  soil  i)r(i- 
files  throughout  New  Zealand  has  never  been  made, 
the  soil  types  in  the  main  agricultural  areas  are 
known  (7).-  The  most  important  tyi)es  are  the 
Podsols  and  incoiniiletcly  cK'Nclopeil  I'od.-ols  in  the 
heavy  rainfall  areas,  a  soil  low  in  organic  matter 
l)ut  high  in  soluble  salts  in  Central  Otago.  ))ossil)ly' 
some  Chei  no/eni  soil-  in  Marlhoroiigh.  and  skeleton 
soils  in  the  inoinit a inoiis  and  volcanic  areas.  Many 


'Onicp  of  ForoiKii  Agricull  m  ul  Kcliitions. 
6T758.'5— 44 


'Total  jioiniliil  ion  was  csl  iinalcd  at  1  .(•..'HO. 000  in  1941.  < 
=  Unlic  mimlu'i-.s  In  imrontliesps  rofor  to  I,iloratnr<>  Cited,  pat'o  2S1 
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New  Zciilaiul  soils  :irc  acid  in  ri-actioii  ami  arc  leached 
by  the  hoiintiful  lain.  Coiiscciucnt  ly.  lime  and  phos- 
])liates  are  applied  (o  mucli  of  New  ZealandV  pastui-e 
land  with  heneticial  residts. 


'l"\ni.K  1. —  Value  oj  production  in  Xcw  Ztalditil,  .il)  In 

[In  N.  Z.  pounds  sterling] 


August- 
July  yvar 

Agricul- 
tural 

Pastoral 

Dairy, 
poultry, 
bees 

Total 
farm 

Total, 
including 
all  other 
industry 

Percent 
farm  of 
total 

Million 

Million 

Million 

^rillion 

Million 

Percent 

iy2<»-;«)  . 

9.  1 

1 

28.4 

73.  f. 

120.  5 

(il 

i9:«>-ni 

8.8 

24.  t> 

22.  2 

5.^.  B 

97.2 

57 

l'.Hl-32. 

8.0 

19.  :t 

21!  9 

49.2 

83.3 

59 

1  !«•.•-:):(  _ 

8.9 

20.4 

21.2 

.K).  5 

83.  7 

lit) 

8.7 

;t2. 1 

22. 

>a.  3 

98.4 

i>4 

iim-ns. . 

7.U 

28. ;» 

2.T  0 

59.2 

9t>.  7 

(il 

iy:i.v:«i_ . 

9.2 

34.5 

28.8 

72.5 

113.8 

H 

I9:«i-:i7.. 

8.8 

47.  1 

32.  7 

88.6 

135.3 

H*> 

iy;i7-:w.. 

8.« 

40.  7 

33.8 

83.  1 

134.  5 

62 

193)<-:w. , 

9.2 

37.4 

33.8 

80.4 

133.9 

fiO 

193!Mn.. 

10.  1 

3S.4 

35.9 

84.4 

1 12.  8 

59 

Note:  The  average  monthly  exchange  rates  for  the  New  3J"»land  pound  during 
the  August-July  sea.son  averaged  $4.8fi  in  1929-30  and  19.30-31  or  abiiut  91  percent 
i)f  the  yearly  average  for  the  ixmiid  sterling.  Higinning  .\uciist  1931.  heeau.M' 
of  the  drop  in  the  rate  of  exchange  for  the  I'nitcil  Kingiloiii.  the  rate  for  New 
Zealand  al.so  dropped  and  averaged  $3,411  in  1931-32  and  .^3.07  in  1932-33.  During 
1933-34.  because  of  tlie  devaluation  of  the  I'.  S.  dollar,  it  averaged  about  $3.97 
and  remained  somewhat  below  $4.00  each  year  until,  influenced  bv  I  lie  out- 
break of  war  in  1939,  it  dropped  to  $3.78  in  1938-.39  and  to  .•Ki.09  in  1939-40. 

Conipiled  from  new  Zealand  official  vear-book  (8,  pp.  773-776). 

New  Zealand  is  in  the  reni[)erate  Zone  and  because 
of  the  small  width  of  the  country  lias  a  predominantly 
insular  cliinate  (<!).  Hy  Ktippen's  ciassificat ion  till 
settled  areas  have  a  cool-temperate,  moist  climate. 
Axei'aire  annual  riiinfiill  for  most  of  the  country 
falls  within  the  2.")-to-()()-inch  raiiffe.  Mountainous 
areas  and  the  west  cotist  of  South  Island  have  a  yearly 
rainfall  that  varies  from  (>()  to  200  inches.  The.se 
areas,  e.xcept  for  a  small  section  on  the  west  coa^l. 
are  lai<rely  unoccupied. 

Since  the  mountains  tend  to  l)reak  u])  the  cloiid> 
and  to  pivveiil  the  formation  of  extensive  cloud 
sheets,  the  perceiita<re  of  l)ri<'lit  sunshine  is  surpris- 
ingly high  for  such  a  moist  climate.  This  has  pre- 
vented the  formation  of  peat  and  has  given  New 
Zealand  some  of  the  woi-ld's  most  productive  pastures. 

New  Zealand  ]ia>  a  maritime  climate,  and  the  sea- 
sonal fluctuation  of  temiiei-atiire  i.-  not  great.  Be- 
cause of  the  mountains,  the  distribution  of  tempera- 
I  lire  is  c(»niple\.  While  the  .^-umnier.s  are  so  cool  that 
ground  frosts  may  briefly  occur  in  most  ])arts  of 
New  Zealand  during  any  month  of  the  year,  yet  the 
winters  are  mild — being  only  a  few  d(>grees  cooler 
than  summer. 

.\  Krotind  frost  is  considered  to  have  occurred  when  the  tempern- 
l,ture  recorded  by  n  minimum  thermometer.  1  inch  above  the  trround 
^on  an  o|ien.  prassed  surface,  has  fallen  below  .•{(1.4'  F.    Many  of  the 

firoiind  frosts,  however,  are  contiiieil  to  a  shallow  layer  of  siirfa<'e  nlr. 

Temperatures  of  .■'.2°  F.  on  standard  si-n-ens  at  4  feet  do  not  occur 

durini;  the  summer  months  in  many  |)bn-i-s  wIkti'  ;,'riMind  frosts  are, 

nevertheless,  recorded. 


L.VND  I  TILIZATTON 

Of  New  ZcalandV  (;(;,:U)(),()00  acres,  4;5.()00.()()()  are 
occupied.'  and  little  of  the  unoccupied  area  is  suit- 
able for  agricultural  uses.  Fifty-four  percent 
(about  2."5,()0(),(K)()  acres)  of  the  occupied  land  is  un- 
improved and  is  utilized  mainly  for  low-grade  graz- 
ing. Almost  20,000,000  acres  are  cultivated,  of  whicii 
17,000,000  acres  are  in  sown  grasses  and  clovers. 
Thus  40,000.000  of  New  Zealand's  43,000.000  acres  of 
occupied  land  .'ire  utilized  for  ptistoral  occupations. 

Sheep  farming  covers  about  30,000,000  acres  of 
the  occupied  land,  and  3,500,000  acres  are  in  dairy 
farms.  A  small  area  is  devoted  to  market  garden- 
ing, fruit  growing,  poultry  farming,  and  nurseries: 
mi.xed  fanning  accounts  for  the  remainder  of  the 
occupied  land.  Of  the  total  rural  population  en- 
gaged in  farm  work,  over  40  percent  are  dairy 
fanners,  ;ind  about  26  percent  sheep  farmers.  The 
others  are  engaged  in  various  kinds  of  mixed  f)r  spe- 
cialized farming. 

DEPENDENCE  OX  FOREIGN  M.UIKETS. 

.V  large  part  (about  70  percent)  of  the  farm  pro- 
duction is  for  export.  The  important  export  items 
and  the  percentage  of  their  total  production  ex- 
ported are  as  follows:  Butter,  81  percent;  cheese. 
94;  lamb,  96;  pork,  bacon,  and  ham,  60;  mutton,  54; 
beef,  43;  and  wool,  95  percent  (<S).  This  specitiliza- 
tion  in  the  production  of  a  few  commodities  for  ex- 
l)ort  has  given  New  Zealand  the  world's  highest 
foreign-trade  figure  per  cai)ita. 

Animal  products  account  for  over  90  percent  of 
the  value  of  New  Zealand's  total  exports  (table  2). 
Imports  consist   Largely   of   manufactured  goods. 


Table  2. — Value  of  exports  of  animal  products  and  of  total 
exports  from  New  Zealand,  193G-40 


Talendar  year 

E.xports  of 
animal  products 

Total  exports 

Percentage 
animal 
products 
of  total 

Million 

Million 

Million 

Million 

19.30  

pounds 

dollars 

pounds 

dollars 

J^rcent 

41.4 

193.8 

44.9 

210.2 

92.2 

1931...  

32.1 

132.  5 

35.0 

144.5 

91.7 

1932  

32. 1 

102.8 

35. 6 

114.0 

90.2 

37.  1 

126.2 

41.0 

139.4 

90.5 

19:i4  

43.3 

174.4 

47.3 

190.5 

91.5 

1935   

42.6 

166.  7 

46.5 

181.9 

91.6 

19.36  

.52.7 

210.  1 

56.8 

226.4 

92.8 

1937  

62.5 

248.2 

66.7 

264. 8 

93.7 

19.38  

.V4.3 

213.0 

.58.4 

229. 0 

93.0 

1939 

53.7 

190.5 

.58.0 

205.8 

92.6 

mo 

69.0 

211.5 

73.7 

225.9 

93.6 

CompUe<i  from  new  Zealand  official  vear-book  (8). 


^  ficcupied  land  ini  ludes  all  holdin;,'s.  whether  by  Irci'lidld  nr  lease- 
hold, of  1  acre  or  over,  situated  outside  boron;:!!  Iioundarii's.  'I'liis 
includes  reserves  and  native  lands  leased  to  iiidiiviliials  but  exi  liidcs 
native  liuiils  held  on  tin'  i-oinmuiiMl  systiMii 
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This  situation  is  due  to  both  the  efficiency  of  the 
utilization  of  New  Zeahind's  grass  resources  and  the 
lack  of  industrial  raw  materials.  Because  resources 
especially  suitable  for  livestock  production  are  plen- 
tiful and  resources  for  development  of  great  indus- 
trial power  are  lacking,  New  Zealand  benefits  by  a 
policy  of  specialization  in  production  of  animal 
products  and  the  exchange  of  these  animal  products 
for  industrial  goods. 

The  Control-Board 
Movement 

Various  export-control  boards  wei'e  created  in  New 
Zealand  after  the  1921  depression  in  agricultural 
prices.  The  work  of  these  boards  differed  from  com- 
modity to  commodity,  but  all  made  important  contri- 
butions toward  improving  the  efficiency  of  New  Zea- 
land's export-marketing  methods.  Acting  as  agents 
for  the  producers,  they  secured  cheaper  freight  rates, 
better  refrigeration,  and  better  handling  and  storage 
methods  in  Britain.  They  introduced  new  and  im- 
proved grading  techniques  and,  by  advertising,  made 
the  British  consumer  aware  of  the  high  quality  of  the 
New"  Zealand  product.  Some  of  the  boards  entered 
the  market,  reduced  competitioii  among  traders,  and 
exercised  complete  control  over  the  export  marketing 
of  their  products.  These  functions  have  been  grad- 
ually taken  over  by  the  Marketing  Department  until, 
at  the  present  time,  the  principal  activity  of  the  con- 
trol boards  is  to  represent  the  producers  in  negotia- 
tions with  the  Government  (5  and  15). 

New  Zealand's  expanding  surplus  production 
found  a  ready  market  in  the  years  preceding  AVorld 
War  I.  From  the  middle  1890's  until  1914,  world 
prices  increased  steadily,  as  did  the  consumption  of 
New  Zealand  meat  and  dairy  products  in  England. 
New  Zealand  farmers  prospered,  and  there  was  little 
dissatisfaction  with  the  conduct  of  marketing  opera- 
tions by  i^rivate  business. 

The  "war  commandeer"  of  surplus  food  supplies 
during  World  War  I  by  the  New  Zealand  Govern- 
ment in  pursuance  of  an  agreement  with  the  British 
Ministry  of  Food  was  the  forerunner  of  the  export- 
control  boards  and  for  many  years  greatly  influenced 
their  development.  To  combat  the  submarine  menace 
of  World  War  I  and  to  ensure  the  food  supply  of  the 
"homeland,"  the  British  Ministry  of  Food  arranged 
for  the  purchase  of  food  supplies  by  the  Govern- 
ments in  the  Dominions.  Transportation,  prices,  in- 
surance, and  storage  of  the  ]iroducts  were  all  organ- 
ized by  the  respective  Govermnents.  "V^liile  existing 
commercial  facilities  were  used  insofar  as  possible, 


a  drastic  change  bad.  nevertheless,  been  made  in  the 
structure  of  marketing  organization. 

At  the  conclusion  of  the  war  there  was  no  thought 
but  that  the  marketing  of  farm  products  should  re- 
turji  to  pre-war  commercinl  cliannels  as  soon  as  possi- 
ble. In  1919  the  "connnandeer''  of  most  goods  was  re- 
laxed, although  meat  (at  the  request  of  the  Dominion 
Govei'uments)  was  controlled  during  1920.  The  re- 
version of  marketing  processes  to  private  hands  had 
scarcely  been  accomplished  when  the  1921  depression 
resulted  in  the  accumulation  of  sur))lus  stocks  and  a 
sharp  fall  in  prices.  This  produced  .severe  criticism 
of  the  marketing  system  by  New  Zealand  farming  in- 
terests. Wartime  conti'ol  came  to  be  associated  witli 
high  prices  and  post-war  laifi.si'Z  faire  market  ing  with 
low  prices,  as  cause  and  effect,  in  the  minds  of  many 
producers. 

The  nature  of  the  attack  on  the  existing  marketing 
system  and  the  remedy  suggested  by  producer  organ- 
izations is  indicated  in  the  preamble  of  the  Meat  Ex- 
port Control  Act,  1921 : 

Whereas  the  economic  welfare  of  New  ZiMland  hiis  l;itcly 
been  adversely  affected  by  reason  of  a  reduction  in  the  net 
returns  receivable  by  persons  engaged  in  the  business  of  the 
production  of  meat  for  export,  such  reduction  being  due  in 
part  to  falling  prices  and  in  part  to  the  charges  payable  in 
respect  of  freight  and  other  services:  And  whereas  confer- 
ences have  lately  been  held  of  representatives  of  the  Govern- 
ment and  of  i)prsons  whose  business  is  the  productidn  of  meat 
for  expoi't,  and  it  has  been  resolved  that  the  jaililic  economic 
welfare  will  be  promoted  by  the  establislnuent  of  a  Board  of 
Control,  with  power  to  act  as  the  agent  of  the  producers  in 
respect  of  the  preparation,  storage,  and  shipment  of  meat, 
and  in  respect  of  the  disposal  of  such  meat  beyond  New  Zea- 
land: And  whereas  it  is  desired  to  give  effect  to  the  re.solu- 
lion  aforesaid,  and  to  provide  by  law  accordingly :  And  where- 
as it  is  further  deemed  necessary  and  desirable  that  the  ex- 
penditure of  the  Board  of  Control  should  be  subject  to  audit  I 
as  if  it  were  public  expenditure,  and  that  the  expenditure  of 
the  Board  shovdd  be  guaranteed  by  the  Government  of  New 
Zealand,  be  it  therefore  enacted,  etc. 

The  Meat  Export  Control  Act  w  as  the  first  of  the 
export-control  metisures.  The  Dairy  Produce  Con- 
trol Board  was  established  in  1923,  the  Fruit  Export 
Control  Board  and  the  Honey  Control  Board  in  1924. 
and  the  Kauri  Gum  Control  (later  repealed)  in  1925. 
In  1933  the  AVheat  and  Poultry  Boards  were  estab- 
lished, and  in  1935  a  Tobacco  Board  was  authorized 
and  set  up.  The  last  three  Boards  are  primarily  con- 
cerned with  local,  not  export,  marketing.  Tht 
Boards  controlled  New  Zealand  marketing  practice^ 
until  creation  of  the  Marketing  Department  in  1937. 

AVhen  grou])ed  according  to  the  marketing  func- 
tions performed,  the  Boards  may  be  classified  as  exer- 
cising either  "limited"  or  "absolute"  control.  The 
Meat  and  the  Dairy  Board  exercised  only  limited  con- 
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trol  over  luai  kot  intr.  oxccpt  for  a  fcAV  montlis  in  1026 
and  192T.,  whon  tlu>  I):iiry  Hoard  cxcrcisecl  absolute 
control. 

Tlu'  rcjitilation  of  sliii)|)in^  was  probably  tlio  most 
imi)ortant  of  the  functions  performed  under  ''lim- 
ited" control.  Not  oidy  were  freight-rate  conces- 
sions obtained,  but  the  conditions  of  refrigerated 
transport  were  materially  improved  in  line  with  sug- 
gestions by  the  Boards.  Insurance  rates  and  condi- 
tions were  also  negotiated.  The  Meat  and  the  Fiuit 
Boards  es(al)lished  grading  standaids  throughout 
New  Zealand.  The  Depart  men  I  of  .Vgiicuit  ure  had 
pi-eviousiy  set  up  grading  standards  for  dairy  jn-od- 
ucts;  so  the  Dairy  Board  was  not  active  in  this  fielil. 
All  the  Boards  were  active  in  reseaich.  The  Dairy 
Board  subsidized  the  herd-t»'sl ing  movement,  and 
both  the  Dairy  and  the  Meat  Boards  gave  jji  izes  to 
encourage  the  production  of  a  high-quality  product. 

All  the  Boards  maintained  London  representatives. 
These  agents  did  much  to  inn)rove  handling  and  stor- 
age conditions  of  New  Zealand  products  in  London. 
E(piallv  as  important  was  the  work  of  the  Boards  in 
advert i>ing  Xew  Zealand  products  in  the  English 

1  markets.  This  advertising  campaign  was  undoubt- 
edly an  important  factor  in  increasing  English  con- 

■sumplion  of  Xew  Zealand  ])roduce. 

A  Hoard  was  .said  to  exercise  "absolute  control" 
wiien  it  took  complete  ct)ntrol  of  all  marketing  op- 
erations and  eliminated  comjietition  among  traders 
and  dealers  in  the  product.  The  Meat  Board  never 
exercised  "■absolute  control.''  For  a  short  time  in 
late  10'2G  and  early  1!)27  the  Dairy  Board  exercised 
such  control  over  exported  butter  and  cheese.  Failure 
of  the  control  at  that  time  has  been  attributed  to 
(1)  opposition  to  stale  control  from  within  the  Board 

•  itself,  as  well  as  trade  opposition  in  both  New  Zealand 
and  I^ndon  ;  (2)  the  attemjit  to  control  prices  in  the 
London  nuirket  when  New  Zealand  supplied  only  25 
percent  of  the  market  and  private  interests  in  Lon- 
don had  available  fi.OOd.OOO  boxes  of  surplus  New 
Zealand  butter  as  an  aftermath  of  <lecrea.>;ed  con- 
sumption in  England  during  the  1926  strike:  and, 
finally.  ( -■>)  the  inexperience  of  the  Board.  The  mar- 
keting of  Dairy  products  was  not  again  made  sub- 

'  joct  to  "absolute  cond'ol"  until  the  passage  of  the 
Marketing  Act  in  WM\. 

.Vew  Zealand  has  a  small  exp(ut  surplus  of  apples 
and  pears.  The  trade  has  been  eontndled.  and  pric(>.s 
to  produi-cis  have  been  guaranteed  since  1!>27.  Li 
most  years  a  subsidy  has  hern  necessary  to  maintain 
the  guaranty.  'I'he  export  of  honey  was  also  con- 
trolled by  a  Board,  but  no  subsidy  was  paid. 

AVheat  ami  l<)ba<-c(i  are  normally  impoited  into 


New  Zealand.  A  Board  in  each  case  controlled  in- 
ternal mai'keting  and  importations.  The  Wheat 
Hoard,  by  contiol  of  imports  and  subsidy  payments 
to  pi-oducers,  has  endeavored  to  encourage  domestic 
production  and  reduce  the  volume  of  imports,  which 
normally  total  from  one  to  two  million  bushels  an- 
nually. I'l'ices  for  domestic  leaf  tobacco  have  been 
fixetl  by  the  New  Zealand  (iovernment,  upon  recom- 
mendation of  the  Tobacco  Board,  since  the  Board 
lirst  stai'ted  operating  in  193G. 

Empire  Relalioiis  and 
A<]jriciiltiiral  Policy 

Empire  policies  are  of  j)aiamoinit  concern  to  New 
Zealand  producers,  since  New  Zealand  sends  over  80 
percent  of  its  exports  to  the  Ignited  Kingdom  market. 
The  landmark  in  contemporary  imperial  trade  policy 
is,  of  course,  the  Ottawa  Conference.  Convened  in 
1032,  in  the  midst  of  depression,  the  conference  sought 
to  restore  trade  within  the  British  Empire.  New- 
Zealand's  concern  at  tlie  conference  was  to  safeguard 
the  position  of  its  main  food  exports — especially  dairy 
products  and  meat — in  the  British  market  (16). 

Under  terms  of  the  resulting  agreement,  the  United 
Kingdom  placed  a  duty  on  imports  of  butter,  cheese, 
ajiples,  pears,  dried  fruits,  eggs,  milk  products,  and 
honey  fi'om  countries  outside  the  Empire.  New- 
Zealand  products,  in  general,  were  exempt  from  the 
duty,  but,  in  the  case  of  dairy  products  and  eggs,  the 
United  Kingdom  reserved  the  i-iglit  to  levy  a  duty 
after  August  1035,  though  a  ))reference  was  to  be 
maintained.  The  regulation  of  the  importation  of 
meat  into  tlie  United  Kingdom  i)y  a  (juota  plan,  with 
provision  for  the  protection  of  the  position  of  the 
Dominions  in  the  trade,  was  established. 

The  United  Kingdom  duty  on  dairy  products  from 
non-Empire  countries  did  not  result  in  a  greater  ab- 
sorption of  New  Zealand  ])ro([ucts  in  the  market. 
The  amount  of  butter  and  cheese  entering  the  mar- 
ket from  foi'eign  countries  did  not  decrease,  and 
the  British  demand  for  New-  Zealand  butter  and 
cheese  did  not  increase  until  the  beginning  of  re- 
armament in  10.36.  About  the  same  time,  the  guar- 
ai>teed-i)rice  plan  for  dairy  products  was  introduced 
in  New-  Zealand.  Increased  advertising  and  cen- 
tralized niai'keting  control,  as  w-ell  as  impei-ial  pi'ef- 
erence.  appear  l<>  have  brought  the  New  Zraland  Iiut 
ler  ])rice  closer  lo  llie  Danish  on  the  Hritish  market. 

TIh'  United  Kingdom  is  by  far  the  woild's  largest 
meat  impoiter  and  is  New  Z'-'aland's  principal  mar- 
ket. At  the  Ottawa  Conference,  the  United  King- 
dom indii-ated  that  its  policy  with  regai'd  to  meat 
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would  be,  lii'-st,  to  ))rotect  tlie  lionie  producer  and. 
second,  to  secure  foi-  the  Doniinions  an  increasing 
share  of  the  market.  This  policy  was  implemented 
in  Britain  by  a  domestic  program  of  market  regu- 
lation and  subsidization  and  by  the  control  of  im- 
ports through  quotas,  under  which  severe  restric- 
tions were  imposed  on  impoi'ts  from  non-Empire 
countries.  The  reduction  of  non-Empire  meat  sup- 
plies in  the  United  Kingdom  market  was  largely 
accomplished  by  19;5r).  From  that  time  on  the  main 
effect  of  the  British  policy  was  to  stabilize  non- 
Empire  meat  imports  at  the  existing  level. 

While  New  Zealand  was  allowed  an  expanding 
share  of  the  United  Kingdom  beef  trade,  the  rate 
of  this  expansion  was  limited.  From  July  1934 
until  1937,  the  New  Zealand  Government,  at  the  re- 
quest of  the  United  Kingdom  Government,  regu- 
lated the  shipment  of  frozen  beef  and  veal  so  as  to 
conform  to  amounts  quarterly  fixed  by  the  United 
Kingdom  Minister  of  Agriculture.  In  the  operation 
of  this  scheme,  it  was  observed  in  New  Zealand  that 
Australia  consistently  overshipped.  whereas  the 
Xew  Zealand  Meat  Board  was  effective  in  regulating 
shipments  within  the  allotted  quotas,  although  thou- 
sands of  additional  tons  were  available.  The  United 
Kingdom  then  based  new  quotas  upon  past  per- 
formance, with  the  result  that,  while  the  Ottawa 
year  was  to  have  been  the  base  for  both  Australia 
and  New  Zealand,  in  1935  Australia  shipped  77  per- 
cent more  beef  than  in  1932  and  New  Zealand  shipped 
only  39  percent  more.  Moreover,  New  Zealand  was 
disappointed  in  the  small  increase  in  mutton  and 
lamb  exports  to  the  United  Kingdom. 

In  1937,  the  International  Beef  Conference  and  the 
subsidiary  Empii'e  Beef  Council  were  inaugurated 
to  regulate  tlie  supply  of  beef  on  the  British  market. 
Recommendations  of  the  Council  and  Conference 
were  communicated  to  the  respective  exporting  coun- 
tries with  a  view  to  shipments  being  regulated  in  ac- 
cordance with  such  recommendations.  While  unani- 
mous agreement  was  a  necessary  antecedent  to  any 
recommendation,  the  United  Kingdom  Goveriunciit 
slood  ready  to  impose  import  quotas  when  the  Con- 
ference failed  to  reach  an  agreement,  or  to  enforce 
coinpliance  with  Conference  recommendations,  or 
w  licii  i'('((uested  by  the  (lovei'iimenls  concerned.  Tlic 
( 'on  lerciice  during  1937  and  1938  regulale<|  ship 
nients  of  beef  In  the  United  Kingdom  I'ldm 
sources,  and  its  functions  were  extended  in  ,Iamiai-y 
1939  to  include  iiuillon  and  lamb.  The  ()ull)reak  of 
war  in  1939  and  (he  adoption  of  hulk  ])urchasing  by 
the  British  Government  made  the  work  of  tl\e  Cou- 
rci-cncc  ntint'cessai-y. 


Guaranteed  Prices  and  the 
Marketing  Department 

The  Ottawa  agiccmenls.  liowevci'.  did  not  lelieve 
the  ci'itical  plight  of  the  New  Zealand  Farmer.  .\ 
Royal  Commission,  set  up  in  193-4  to  study  conditions 
in  the  dairy  industry,  found  (9)  that  "at  least  50 
percent  of  the  daii-y  farmers  of  the  Dominion  are. 
in  varying  degi'ees.  unable  at  the  present  time  to 
meet  their  financial  conniiitments."  The  Commission 
also  found  that  "Independent  Boards,  each  concerned 
with  the  marketing  of  one  group  of  conuuodities,  are 
no  longer  able,  as  isolated  units,  to  cope  effectively 
with  the  2)rol)lems  confronting  them."  It  accord- 
ingly recommended  the  creation  of  a  single  central 
body  to  perform  the  functions  of  the  control  boards 
and  to  coordinate  their  policies.  Following  this 
reconnnendation,  the  Agriculture  (Emergency  Pow- 
ers) Act,  1934,  created  an  Executive  Commission 
of  Agriculture  "with  power  to  regulate  the  mar- 
keting and  production  of  agricultural  products  of 
New  Zealand."  This  commission  functioned  until 
superseded  by  tlie  new  Labor  Government's  Market- 
ing Department  in  193(j. 

A  guaranteed-price  scheme  was  an  integi-al  i)art 
of  the  Labor  Party's  economic  program  to  insulate 
the  country  against  the  severe  economic  dislocations 
produced  by  fluctuating  world  prices  {7.  p.  17  of 
Introduction).  The  guaranteed-price  sy.^tem,  ac- 
cording to  the  Labor  Govermnent,  would  be  used  as  a 
stabilizing  influence,  smoothing  out  the  farmer's  re- 
tui'ns  and  thus  sheltei'ing  the  domestic  economy  fi'om 
the  effects  of  fluctuations  in  overseas  prices  {J.  ]>. 
185). 

The  intent  of  the  Primary  l^roducts  Maiketin-i 
Act  is  plainly  indicated  in  its  subtitle — "an  Act  to 
make  better  provision  for  the  marketing  of  dairy 
produce  and  other  primary  products,  so  as  to  ensure 
for  producei's  an  ade(]uate  i-enunier;ition  for  the 
sei'vices  rendei'ed  by  ihciii  to  the  (•ouinuniity."  The 
preamble  dechires  that  primary  produceis  need  to  be 
pi'otected  IVoiii  the  ell'ects  of  fluctuations  in  mai'ket 
prices  ami  th;il  the  most  effective  and  appi'opriate 
w;iy  to  secuie  this  protection  i^  to  empower  the(iov- 
ernment  to  assume  ownei'ship  of  products  for  ('xport 
at  a  price  to  i)e  fi.xed  IVom  time  to  lime  and  either  to 
ac(|uire  ownership,  at  fi.xed  prices,  or  control  the  sale 
and  distribution  n\'  products  intended  for  home 
consumpt  ion. 

I'he  Act  created  a  Primary  Products  .Marketing 
Department,  a  title  sul)se(iuently  shortened  by  law  to 
Marketing  Department,  under  the  control  of  a  min- 
ister of  Caliinet  I'ank.    The  new  Department  took 
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over  tho  functions  of  tlu-  Executive  Conuiiission  for 
Agriculture,  which  inchi(h'(l  the  coordination  of  the 
work  of  the  several  Expoit  Control  Boards,  the  de- 
velopment of  new  markets,  and  inii)rovement  in  the 
orpmization  of  production  and  interiud  marketin<r. 
The  Department  was  also  authoiiz-ed  to  asunie  the 
marketinj;  functions  of  any  Export  Control  lioard 
whose  pi'oduct  was  covered  hv  the  <>;uaranteed-price 
system.  I'ntil  the  outhreak  of  war,  the  Daii-y  Hoard 
was  the  only  Control  Board  thus  aifected.  The  Dairy 
Board  remaiiu-d  as  the  voice  of  the  producers  in 
price,  and  otiier.  nejiol  iat  ions  with  the  Department 
or  with  the  (iovernnicnt.  Il  aix)  cont iinicd  to  ad- 
minister tin'  hcrd-testinji"  system,  to  supply  hutter 
l)oxes  and  cheese  crates  to  factories,  and  to  conduct 
res(>;iich  of  value  to  the  imliistry. 

Altliou<>;h  the  <;uaranteed-price  i)lan,  as  discussed 
before  the  IDS;")  election,  was  intended  to  apply  to 
exports  of  meat  and  wool  as  well  as  to  dairy  products, 
prices  of  meat  and  wool  were  more  favorable,  and 
the  Export  Division  of  the  Market in<r  Depaitment 
ditl  not  concern  itself  with  them  until  the  negotiation 
(d'  the  waj'time  bulk-purchase  agreements  of  tlie 
I  nited  Kingdom  Ministi-y  of  Food. 

To  finance  guai-anteed  i)i'iccs  for  daily  produce, 
an  account,  known  as  the  Dairy  Industry  Account. 
v,as  cslabli^hed  at  tiic  Reserve  Baidv  of  Xew  Zealand. 
From  ( iiis  aci-oiint  the  guaranteed  prices  and  the  costs 
of  marketing  and  adnunisi ration  were  paid,  and 
receipts  fiom  the  sale  of  i)roduce  were  ])aid  into  it. 
Delicits.  whether  seasonal  or  for  longer  periods,  wei'e 
met  by  overdrafts  on  the  Reserve  Bank.  No  Hunt 
was  placed  on  the  amount  of  the  overdraft,  and 
no  provision  was  nuule  for  repayment.  The  first 
year's  deficit,  however,  was  ])aid  from  the  Govern- 
ment's general-expenditure  account,  known  as  the 
Consolidated  Fund.  This  mitigated  to  some  extent 
the  inflationary  aspects  of  the  measure. 

\\\  important  flnl^tion  of  the  Minister  of  Maiket- 
ing  was  the  negotiation  of  "reciprocal  trade"  oi'. 
more  exactly,  bartei-  agreements.  The  relationship 
of  -uch  agreements  to  the  guaranteed-price  plan  has 
been  authoritatively  dcM-ribed  (.?,  p.  IS-t)  : 

'I'lic  iirdcfdurt'  il  is  proiioscd  [i<  folldw  wuiilil  lii^ 
llic  ciimpU'l ion  of  jinrt'ciiiciits  willi  Greal  Ui-ilaiii  and  oflici- 
coiintrlt's.  iindtT  wliii-li  tlic  Dominions  would  lie  givfii  a 
niaikcl  hy  ovci-scas  coniilrics  for  a  i|iiantit.v  of  liiitlcr,  clioe.sc 
and  olIuT  primary  prodiids  under  a  roi-ipi-oeal  iindertakiii;; 
liy  llie  Dominion  to  utilize  the  credit  obtained  from  tlie 
sale  of  onr  exports  for  llie  purchase  of  Kood.s  for  iniiiortation 

^iido  New  Z«'aland.  .  .  .  Witli  ajrreements  complelt-d,  .  .  . 

'  nec>)tiatioiis  woidd  hi-  carried  out  between  the  Government 
and  the  different  liramhes  of  the  dairy  industry  to  lix  the 
;;uarantee(l  i»rices. 


This  statment  of  the  plan,  one  will  note,  seemed  to 
imi)ly  that  barter  agreements  were  to  be  a  condition 
precedent  to  the  fixing  of  guaranteed  prices.  While 
this  did  not  develop,  Mr.  Walter  Nash,  who  held  the 
Finance  and  Customs,  as  well  as  the.  Marketing,  port- 
folio in  the  Labor  Government,  was  energetic  in  ef- 
forts to  negotiate  barter  agreements.  In  193G  and 
1!».S7  Mr.  Nash  spent  several  months  in  Europe — both 
ill  the  Uiuted  Kingdom  and  on  the  Continent — ne- 
gotiating bilateral  reciprocal  trade  agreenients.  Dis- 
cussions with  the  United  Kingdom  Government  did 
not,  however,  result  in  an  agreement.'' 

The  criteria  and  method  to  be.  used  in  the  fixing 
<){  the  price  and  the  amount  of  the  pric(>  itself  are 
of  paramonid  concern  to  [)rodncers  subject  to  a  fixed- 
piic(>  scheme.  Prices  for  the  193(>-;?7  season,  tite 
first  year  of  the  schenu''s  oj)eration,  were  to  be  based 
on  the  average  of  prices  for  the  8-to-lO-year  ])eriod 
prior  to  July  iU,  1935.  Thereafter  prices  were  to 
be  detei-nuned  in  accordance  with  the  price  set  for 
the  l!)3(')-37  .sea.son  and  additional  })rinciples  stated 
in  tlie  Act  {J'^)  : 

ill)  'I'lie  necessity  ill  the  public  interest  of  iiiainlaiiiinK 
the  stal)ilily  and  efficiency  of  the  dairy  industry  : 

tb)  The  costs  involved  in  the  efficient  production  of  dairy 
lirodiicc  : 

(cl  The  >;eneial  standard  of  livinj;  of  persons  eiii;a,ired 
in  the  dairy  industry  in  comparison  with  tlie  fieneral  stand- 
ard of  living  throughout  New  Zealand  : 

((/)  The  e.stimated  cost  to  ilic  Departnienl  of  niarkei  in-; 
of  the  flairy  produce  concerned,  and  also  the  cost  of  tin- 
general  administration  of  this  Act  : 

(e)  .\ny  otlier  matters  deemed  to  be  relevant. 

After  due  regard  to  these  items,  the  price  fixed — 

sliall  be  such  that  any  efficient  producer  engaged  in  the 
dairy  industry  under  u«uil  conditions  and  in  normal  cir- 
cniiistances  should  be  assured  of  a  sufficient  net  return  fiom 
his  business  to  enable  him  to  maintain  himself  and  his 
family  in  a  reasonable  state  of  comfort. 

An  expert  advisory  committee  was  established  to 
recommeiul  a  price  for  the  1936-37  season.  On  the 
basis  of  the  iiverage  prices  i)reviiiling  ])rior  to  1935- 
36  the  (jovernment's  decision  was  to  buy  butter  at 
12.5625  pence  (20.7  cents)  per  pound  and  cheese  at 
().8125  pence  (11.2  cents)  ])er  pound,  for  basic  grades, 
with  ditlerentials  for  quality.  When,  at  the  end  of 
the  season,  it  was  found  that  the  prices  ofl'ered  did 
not  ati'ord  an  ade(|iiate  prciniiiiii  for  the  imtterfat 
u.M'd  for  cheese,  an  additional  cheese  payment  of 
pence  (0.4  cent)  |)er  pound  was  made. 

■■•  Spo  (t(t,  \>\t.  4?,  44)  for  n  siiiniiin ry  of  tlii'  |ir(i|ios:i is  lo  llic  t  iiitcil 
Klnciloni  (JoviTiiniciit  iinil  of  tlio  :ii.'n.|.|iiriit  coiii'liiilcil  with  (Joriiijiiiy 
in  Ortolipr  l!t.'!7.  wliirli  iiicreasod  the  German  iiuirkct  for  New  Zealand 
l)nttpr. 
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The  1937-38  advisory  committee  was  the  first  to 
apply  the  statutory  criteria  in  determining  the  price 
to  be  fixed.  To  determine  the  objective  standards 
that  should  be  used  to  interpret  such  phrases  as  "ef- 
ficient producer,"  "usual  conditions,"  and  "normal 
circumstances,"  the  committee  analyzed  19,000  re- 
turns from  questionnaires  sent  out  by  the  Govern- 
ment Statistician  for  such  factors  as :  Variation  in 
size  of  herds,  average  butterfat  yield  per  cow  and 
per  acre,  the  daii'y-farm  population,  the  incidence 
of  employment  on  dairy  farms  under  the  heading 
of  male  and  female  family  labor  and  hired  labor, 
and  the  distribution  of  male  labor  according  to  size 
of  herd  (I^).  In  addition,  the  Department  of  Agri- 
culture made  available  detailed  cost  analyses  of  dairy 
farms  and  dairy  factories. 


Tablk  3. — Guaranteed  f.  o.  b.   (basic)  purchase  prices  per 
pound  of  butter  and  cheese  in  New  Zealand,   1936-37  to 
1938-39 


Basic-grade  product 

1936-37 

1937-38 

1938-39 

Creamery  butter  (finest 

Pence 

Cents 

Pence 

Cents 

Pence 

Cents 

grade  93  to  93)^  points).. 

12. 5625 

20.73 

13. 66 

1  22.  74 

14.89 

23. 43 

Cheese  (first  grade  92  to 

92H  points)-..  

7. 0625 

1  11.65 

7.  75 

'  12. 90 

8.42 

13.  25 

Whey  butter^  (first 

grade)   

11.  5625 

19.08 

12.66 

21.08 

13.  89 

21.86 

'  Includes  adjusted  payments. 

-  Whey  butter  is  a  low-grade  butter  and  a  byproduct  of  cheese  manufacture. 
Report  of  Marketing  Department  (//). 


The  final  result  was  to  increase  the  payments  for 
butter  to  13.25  pence  (22.1  cents)  and  for  cheese  to 
7.54  pence  (12.6  cents)  per  pound.  Farm  opinion 
insisted  that  the  raise  did  not  cover  increased  pro- 
duction, processing,  and  transport  costs.  During  the 
course  of  the  year  the  Government  tacitly  approved 
this  view  by  increasing  the  basic  price  for  butter  by 
0.41  pence  (0.6  cent)  and  cheese  by  0.21  pence  (0.3 
cent)  per  pound  to  enable  farmers  to  pay  the  wages 
necessary  to  secure  farm  labor  and  to  compensate  for 
other  increases  in  farm  costs  {13). 

At  the  insistence  of  farm  groups,  the  advisory 
committee  for  establishing  the  1938-39  prices  Avas 
revised  to  include  representatives  nominated  by  the 
dairy  industry  as  well  as  Government-nominated 
members.  The  committee,  for  the  first  time,  pub- 
lished a  comprehensive  report  of  its  findings  and 
recommended  that  the  giuii-anteed  basic  prices  be 
increased  from  the  previous  price  of  13.66  pence 
(22.7  cents)  pei-  ])<)und  for  butter,  as  adjusted  by  the 
Governmenl.  (o  l.^>.(')0r)  |)onc('  (24.6  (-(Mits)  and  for 
chee.se  from  the  adju.'^ted  price  ot"  7.75  pence  (12.9 
cents)  p(M-  pound  (o  8.775  pence  (13.8  cents).  The 
Governmcnl,  iiowever.  declai'cd  that  .such  prices 
would  result  in  heavy  deficits  which  would  inevitably 
wreck  the  scheme  and  refused  to  accept  the  commit- 
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tee's  recommendations.  The  Government's  decision 
to  pay  a  basic  price  of  14.89  pence  (23.4  cents)  per 
pound  for  butter  and  8.42  pence  (13.3  cents)  per 
pound  for  cheese  appears  to  have  been  a  definite 
compromise  between  a  subsidy  concept  of  the  scheme  * 
and  a  .stabilization  concept.    (See  table  3.)  , 

Supporters  of  the  scheme  often  refer  to  it  as  a 
stabilization  device  and  point  to  the  fact  that  the  ^ 
annual  surpluses  and  deficits  were  intended  over  a 
long  period  of  time  to  balance.    If  the  guaranteed 
price  is  primarily  to  perfoi-m  such  a  function,  the 
price  paid  to  pi'oducers  over  a  period  of  j-ears  must  be  , 
tied  directly  to  the  proceeds  from  sales  of  the  prod- 
uce.   Yet  the  factors  enumerated  by  law  to  be  con- 
sidered in  fixing  the  guaranteed  price  are  largely  cost 
factors.  If  the  guaranteed  price  based  upon  costs  ex- 
ceeds the  receipts  from  sales  of  the  products  over  a  * 
long  period  of  time,  the  scheme  becomes  one  of  sub-  , 
sidization  rather  than  stabilization. 

The  net  financial  effect  of  3  years  of  guaranteed 
prices  before  the  war  was  to  give  growers  a  stable 
return  and  a  small  subsidy.    The  subsidy  is  repre- 
sented by  the  net  loss  as  shown  by  the  following  re-  ' 
view  of  the  3  years'  operation  of  the  scheme.  During 
the  first  year  a  loss  of  263,900  pounds  ($1,045,000) 
was  incurred.   This  deficit  in  the  Reserve  Bank  Ac-  ^ 
count  was  made  up  by  a  grant  of  the  Government 
from  the  Consolidated  Fund.    The  following  year, 
even  after  an  upward  adjustment  in  the  guaranteed 
price,  a  surplus  of  573,300  pounds  ($2,291,000)  was  « 
accumulated.   A  considerable  increase  in  prices  for 
the  1938-39  season  was  granted.    Although  this  in- 
crease was  below  the  amount  demanded  by  dairy  pro-  « 
ducers,  it  caused  a  loss  of  about  2,515,000  pounds 
($9,500,000)  in  the  year's  operations.    (See  table  4.) 


Table  4. — Financial  results  of  the  guarantccd-price  scheme  for 
export  dairy  products,  1930^37  to  1938-39 

[-f= Surplus;  -  =  Deficit) 


Season 

Creamery 
butter 

• 

Cheese  account 
Cheese  "''^^J,*'"^- 

Total 

1,000 

,  i,ono 

1,000 

1,000 

pounds 

poll  ndf 

pound* 

potindt 

1936-37  

-.384 

+m 

-6 

-2f>4 

1937-38  

-f4S6 

-1-75 

•fl2 

-1-57:1 

1938-39  

-1.324 

-1, 158 

-20 

'  -2,515 

'  Includes  loss!  of  nearly  13,000  poimds  on  pajTnenls  for  special  milk  prod- 
ucts (1938  regulations). 

Compiled  from  aiumal  reports  of  llie  Miirki  tiiit'  Doparltncnt.  »^ 


Inleriial  Marketing 
Control 

The  work  of  the  various  control  boards  and  of  the 
Marketing  Department,  as  discus.sed  thus  far,  was 
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concerned  exclusively  with  the  marketing  of  New 
Zealand  products  abroad.  In  February  1937,  the 
Goveriuncnt  created  the  Internal  Marketing  Division 
of  the  Market  ing  Department  to  control  the  local  dis- 
position of  butter  so  as  to  give  the  guaranteed  price 
to  producers  of  all  butter,  wliether  intended  for  local 
sale,  or  for  overseas  markets.  The  work  of  the  Divi- 
sion, however,  has  been  extended  to  include  various 
degrees  of  control  over  the  local  marketing  of  a  wide 
variety  of  products  {14  and  17). 

BUTTER 

Shoi'lly  after  the  Internal  Marketing  Division  was 
established,  it  acquired  the  assets,  good  will,  and 
much  of  the  personnel  of  the  largest  wholesale  but- 
ter distributor  in  Wellington.  This  firm,  Picot 
Brothers,  foi'med  the  luicleus  around  which  the  trad- 
ing activities  of  the  Division  were  organized.  In 
November  1937,  butter-marketing  regulations  were 
ai)plied  to  the  whole  of  New  Zealand.  An  "export 
parity"  price  (that  is,  a  domestic  price  estimated  to 
give  producers  a  return  equal  to  the  guaranteed  ex- 
port price)  was  determined  for  butter  and  made  com- 
pulsory at  the  wholesale  level.  Retail  prices,  how- 
ever, were  not  fixed  until  1940.  Manufacturers  and 
distributors  were  given  a  distributing  allowance  of 
0.5  pence  (about  0.8  cent)  per  pound,  the  conditions 
of  sale  were  specified,  and  distributors  were  licensed. 
Second  only  to  the  coordination  of  domestic  and  ex- 
port prices,  the  Division  worked  to  secure  a  more 
efficient  distribution  of  butter  in  New  Zealand.  In 
order  to  eliminate  wasteful  dup/lication  of  services, 
licenses  to  trade  in  butter  were  denied  many  persons 
who  had  i^reviously  engaged  in  the  trade.  Unneces- 
sary freight  charges  and  cross  hauls  were  eliminated 
by  a  system  of  delivery  zones,  which  forced  the  distri- 
bution of  butter  from  supplies  near  at  hand. 

WHiile  the  Division,  through  the  facilities  of  the 
Picot  firm,  engaged  actively  in  the  local  butter  trade. 
!nuch  of  it  reniained  in  the  hands  of  certain  priA^ate 
fii-ms.  Prices,  margins  of  profit,  grading  activities, 
and  zones  of  operation,  however,  were  regulated  by 
the  Division. 

In  December  liMl.  as  a  result  of  the  gasoline,  lub- 
ber, and  labor  shortages,  the  Minister  of  Marketing 
called  together  the  nine  concerns  engaged  in  the 
wholesale  dairy  trade  in  Wellington  to  devise  a 
scheme  by  which  to  give  a  single  delivery  service  to 
retail  >li()|)s  in  the  area.  .V  new  company.  Combined 
Distributors  Limited,  was  foi-med.  with  the  old  firms 
holding  shares  in  proportion  to  the  tiade  they  had 
previously  enjoyed  in  the  area.  The  Division  became 
the  largest  shareholder  in  the  firm.  Thus,  distribu- 
tion in  this  area  is  handled  by  a  monopoly  in  wliich 


the  Government  is  a  minority,  thougli  the  largest  in- 
dividual, shareholder. 

EGGS 

J*icot  lirolhers  had  long  (Migaged  in  the  egg  trade, 
and  the  Internal  Marketing  Division  continued  this 
activity.  The  Division  was  most  active  in  buying 
surplus  eggs  dui'ing  the  flush  season  to  be  pulped 
and  sold  to  confectioners  during  the  winter  months. 
This  took  surplus  eggs  off  the  market  when  they 
were  plentiful  and  released  them  when  they  were 
scai'ce,  thus  exercising  a  stabilizing  effect  upon  the 
nuirket.  During  1987,  the  Division  supervised  and 
handled  the  exportation  of  eggs  from  New  Zealand 
and  guaranteed  a  price  of  1  shilling  1  pence  ('JLC 
cents)  per  dozen  in  grading  store  for  all  eggs  ex- 
ported. Over  the  season  the  producer  was  thus  guar- 
anteed a  minimum  price  at  a  net  cost  to  the  Division 
of  468  pounds  ($1,870).  The  export  guaranty  was 
increased  to  1  shilling  2.5  pence  (22.8  cents)  per 
dozen  in  1938.  Only  a  small  quantity  was  shipped 
in  19.39  to  the  order  of  the  British  Ministry  of  Food, 
but  the  Division  ))urchased  considerable  quantities  of 
egg  pulp  in  order  to  maintain  prices. 

During  the  war,  the  price  of  eggs  has  been  fixed 
by  stabilization  regulations.  These  were  introduced 
by  the  Division  in  order  to  limit  distributors'  mar- 
gins, provide  for  price  diffeientials  according  to 
grades,  control  cross-transi)ortation  pi'actices,  and 
establish  egg  pools  in  designated  marketing  areas. 
The  object  of  these  market  operations  has  been  to 
ensure  a  maximum  return  to  producers  without  rais- 
ing prices.  The  Division  has  supervised  the  work- 
ings of  the  egg  pools  but  has  not,  except  in  the  Well- 
ington area,  engaged  in  the  selling  of  eggs.  It  has 
acted  as  the  agent  of  the  armed  forces  in  the  pur- 
chase of  eggs  for  military  and  shipping  needs.  The 
residting  egg  shortages  in  areas  wdiere  the  Division 
has  made  heavy  i)ui'chases  have  led  to  criticism  of 
its  activities. 

AITLES  AND  PEARS 

About  one-half  of  New  Zealand's  average  annual 
l)roduction  of  2.500,000  bushels  of  apples  and  pears 
is  exported  in  times  of  peace.  The  country  has  long 
j)ai(l  a  subsidy  on  the  export  of  apples  and  pears;  so, 
wlien  the  wai-  sharply  leduced  the.  (>xport  trade,  the 
apple  and  pear  producers  faced  iMiin.  The  Intei  iial 
Market  iiig  Division  took  over  tlie  stall'  and  oroani/.a- 
1  ion  of  the  Fruit  Expoi  t  Board  and  thiough  its  facil- 
ities purchased  all  graded  ap[)les  and  peai's  at  as- 
sembly points  in  the  main  growing  areas  at  an  aver- 
age price  of  5  shillings  (77.3  cents)  per  case.  The 
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Division  1ms  encouraged  local  consumption  by  offer- 
ing each  season's  supply  to  the  public  at  prices  that 
would  ensure  large  domestic  absorption.  Some  ex- 
poi'ts,  niiule  in  1940,  enabled  the  Division  to  show  a 
small  profit.  The  net  losses  of  almost  470,000  pounds 
($1,516,000)  in  1941  and  of  20,000  pounds  ($(55,000) 
in  1942  have  been  assumed  by  the  Government  and 
may  be  considered  as  a  subsidy  to  maintain  produc- 
tion during  the  war. 

HONEY 

While  some  honey  is  usually  exported,  the  control 
of  honey  marketing  has  been  transferred  from  the 
Honey  Ex^iort  Control  Board  to  the  Internal  Mar- 
keting Division.  The  Division  has  acquired  a  large 
))lant  in  Auckland  and  buys,  packs,  and  sells  honey, 
both  locally  and  for  export.  Private  producers  and 
packers  may  sell  in  the  local  market,  but  the  Division 
handled  all  exports  as  long  as  exportation  was  pos- 
sible. The  Division  handles  the  war  orders  for  hos- 
pitals, shipping,  prisoners-of-war  parcels,  and  the 
armed  forces.  In  order  to  maintain  supplies  for 
these  priority  needs,  the  owners  of  20  or  more  hives 
were  required  to  market  in  1943  at  least  TO  percent 
of  their  output  with  the  Division. 

CITRUS  FRUIT  AND  BANANAS 

New  Zealand  grows  lemons  but  not  in  sufficient 
quantities  to  meet  the  local  demand.  There  is  usually 
a  surplus  during  the  flush  season,  but  during  the  rest 
of  the  year  importations  are  necessary.  Following 
a  heavy  crop  and  a  slump  in  prices  in  1938,  the  Di- 
vision in  May  1939  became  the  sole  purchaser  from 
the  producer  for  resale.  Growers  were  guaranteed 
a  minimum  price  of  G.5  shillings  (100.5  cents),  which 
was  later  increased  to  7  shillings  (112.8  cents)  per 
bushel.  The  fruit  has  been  pooled,  and  growers  have 
also  been  paid  bonuses  of  from  6  pence  (7.7  cents) 
to  1.5  shillings  (24.2  cents)  each  season.  Lemons  arc 
pui-ehased  fresh  from  the  tree  and  are  then  graded, 
colored,  shrunk,  washed,  sized,  and  packed  by  the 
Division.  Distribution  is  handled  by  wholesale  fruit 
jnerchants  who  are  paid  a  commission.  The  Divi- 
sion also  controls  all  imports  of  lemons  and  cooi- 
dinates  imported  and  local  supplies.  Since  early  in 
(lie  war,  the  Division  has  been  miable  to  iinpoi'l 
enough  h'lnons  to  iiioet  all  needs  of  the  local  iiiiirkcl. 
i  *i<>(|  iii'('i>  cril  ici/,<'il  llic  Dixisioii  I'oi-  nol  lal<ing 

advanlagc  of  (his  situation  and  selling  at  liigliei- 
prices.  Consinuers,  on  (he  other  hand,  have  (•ri(  ici/.ed 
(he  Dix  isioii  becauSe  they  consideicd  the  prices  too 
high. 

Since  li)37  (he  Division  has  been  the  sole  importer 
of  oilier  citi'us  t'rnil   and  l);inanas.     Its  y  li;is 


been  to  maintain  a  steady  but  moderately  jjriced  mar- 
ket for  fruit  from  the  Cook  Islands  and  Western 
Samoa  (New  Zealand  dejiendencies)  and  to  secure 
sufficient  quantities  from  other  sources  to  supi)ly  the 
puljlic  need  at  the  lowest  prices  possible  without 
making  a  trading  loss.  (Wholesale  fruit  merchants 
distribute  the  fruit  to  retailers  on  a  commission 
basis.)  The  Division  succeeded  in  stabilizing  the 
market,  which  formerly  reflected  alternate  gluts  and 
jieriods  of  scarcity,  and  maintained  adequate  sup- 
plies of  citrus  and  bananas  until  the  war  interfered 
witli  imports  from  Jamaica  and  California. 

WHEAT 

Since  1935,  a  Wheat  Committee  has  controlled  New 
Zealand's  trade  in  wheat.  The  Committee,  though 
not  a  part  of  the  Internal  Marketing  Division,  op- 
erates on  similar  principles.  It  is  composed  of  rep- 
resentatives of  wheat  growers,  flour  millers,  and 
bakers  and  of  the  Industries  and  Commerce  Depart- 
ment of  the  Govei-mnent.  The  Government  controls 
all  imports  of  wheat  through  the  Conunittee.  which 
effects  purchases  through  authorized  brokers.  The 
Wheat  Committee  also  has  control  of  the  mai-keting 
of  flour;  the  wheat  grower,  the  miller,  and  the  baker 
each  selling  at  a  fixed  price.  Since  the  pi-ice  paid 
to  growers  is  higher  than  is  justified  by  the  i)rice 
l^aid  by  bakers  for  the  flour,  a  subsidy  is  paid  to  the 
millers  to  make  up  the  difference.  In  spite  of  these 
measures,  however.  New  Zealand  has  not  yet  become 
self-sufficient  with  regard  to  wlieat. 

OTHER  PRODUCTS 

The  Division  has  conducted  otliei-  activities  that 
are  worthy  of  mention.  Hoi)s  and  raspberries  are 
marketed  through  Boards  appointed  by  the  Minister 
of  Marketing,  which,  nevertheless,  act  as  agents  for 
the  producers.  Corn  and  kauri-gum  producers  have 
been  aided  by  guaranties  that  the  Division  would 
stand  ready  to  buy  if  the  ]ii-ice  fell  l)ei(iw  an  agreed 
figure.  Onions  and  polntoes  haxc  hecii  litiugh(  and 
exported  when  a  >nrplus  exi>led  and  im])()rted  in 
times  of  scarcity.  Hn  other  occasions.  ( he  .Marketing 
Department  has  impoiled  and  disti  ibuted  stock  feed 
and  manures.  The  Division,  as  wartime  measures, 
has  opei-ated  a  i)U(ter-dehydration  factory  an<l  acted 
as  the  agent  fm-  the  ((illectinn  <d'  seaweed  I'eqnirtMl 
in  llic  mann  f;ict  ure  of  agar-;ig;n-. 

Biilk-Piircliabc  AgrcciHonls 

In  August  193H.  (he  I'nited  Kingdom  ( lovernmenl 
submitted  (o  (he  Dominion  (iovernments  a  de(ailed 
memoiandum  oudining  ])lans  foi-  food  control  in  the 
eveii(  of  Wiir.    The  c(in(enls  of  the  memorandum  had 
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bt'cii  discussed  since  the  last  iialf  of  the  liKiOs.  wlieii 
tlireat  of  another  war  witli  (leiiuany  became  ap- 
pai'ent.  The  (Joveniment  of  tlic  I'niled  Kin<;donu 
niintlful  of  its  experiences  (hirin>r  Worhl  War  I.  in 
193G  began  phinnin<»;  a  food  proi>rani  for  war.  by 
creatiufr  the  Food  (Defense  Phuis)  Department  — 
later  to  Ix'come  tlie  Ministry  of  Food — in  the  lioard 
of  Trade.  Phins  were  deveh)ped  and  at  tlie  Imperial 
Conference  in  London  in  .June  of  that  yeai'  it  was 
indicated  to  the  Dominion  Ministers  that,  in  the 
event  of  wai-.  the  I'nited  Kingdom  (iovernmeni 
iiii<:lit  become  the  sole  pnrcliaser  of  imported  food- 
stutls  (III). 

Meat  and  daiiy  pi-o(bi(  t>.  undei-  the  United  King- 
domV  memoraiiihnn  of  .\iignst  1!)38,  were  to  1h?  han- 
illed  throuirh  iong-term  cont racts  for  bulk  purchases. 
^^'it!l  i(d'erence  to  New  Zealand's  export -control  .sys- 
tem, the  statement   was  made  that  - 

since  Ilie  New  Zealand  Governilieill  now  acis  iis  tlie  sole 
''Xiiorter  ol'  liiuier  and  cheese  and  the  .New  Zeahmd  Meat- 
I'rodiicers  r.oard  re>:ulates  the  shii»incni  of  nieal,  it  would 
lie  a  simple  matter  to  inaufriirate  liotli  contracts  in  the  event 
of  war. 

Xew  Zealand  accepted  the  memoiaiidmn  in  prin- 
ciple eai'ly  in  1!):5!)  and  agreed  to  enter  into  negotia- 
tions regai'ding  prices  and  (|uantities.  should  hos- 
tilities commence.  On  Sepleinber  5.  WY.V.).  ollicial 
discussions  sttirted  regtirding  the  terms  for  purchase 
(if  Xew  Zetdand  buttei-.  cheese,  and  meat.  Within  '.\ 
months,  bnlk-pmcliiise  agreements  between  the  "Xew 
Zeidand  (lovernment  and  the  United  Kingdom  (xov- 
ernnienl  had  been  in  the  m:iin  completed  witli  regard 
to  these  products,  as  well  as  to  wool,  tallow,  woollv 
sheepskins,  hides,  fruit,  eggs,  and  scheelite. 

The  Xew  Zealand  (lOvernment  desired  the  i)in-- 
cliase  iigreements  to  cover  the  i)eriod  of  the  war  and 
at  letist  1  yetir  theretifter.  With  the  exception  of 
wool,  however,  the  contracts  were  eventually  made 
on  an  annuiil  basis.  The  genertd  understanding  was 
that  the  arrangements  would  coutiiuie  for  the  dura- 
tion of  the  war:  but  the  tei'ms,  principally  with  re- 
spcit  to  pi'ices  and  (|tia  tit  it  ies,  were  to  lie  negotiated 
each  year. 

I'rice  negol iiitions  weie  based  oii  an  ;iver:ige  of 
pi  ice-  pfe\  ailing  (hiring  a  recent  period.  The  meat- 
price  schedule  was  iitised  upon  llKiS  prices,  which  had 
lieeti  liigher  than  1!>;V.>  prices.  Since  the  W(M)I  agree- 
iiieiil  pid\  ided  that  |u  ices  wei'e  to  be  reexaniitied 
annually,  and  since  the  other  agreements  were  on  a 
\ car-to-yeiU"  basis,  prices  could  be  adjusted  to  chang- 
iiio-  ciicumstances.  Wool  ju-ices  were  increased  bv 
1,")  peicent  at  the  beginning  of  the  1942-43  season. 
;in<l  upward  revisions  have  been  nnule  in  the  ])iices 
pro\ide(l   in  sui)se(|iienl  agreeiiieiil-  atl'eciino-  other 


products.  Becau.se  of  the  stabilization  policy,  part 
of  these  increa.ses  have  not  been  passed  on  to  New 
Zeiihind  producers.  The  wool-price  increase  was  dis- 
tributed ;is  follows:  5  percent  in  cash,  5  percent  in 
(lovernment  Bonds  redeemtible  after  the  war,  4  per- 
cent in  ciish  at  the  end  of  the  season,  and  1  percent  as 
subsidy  to  domestic  wool  proce.ssoi's.  In  the  ciise  of 
meat,  pelts,  ;ind  tallow,  increases  in  prices  have  been 
i-etiiined  in  a  Meat  Pool  account  to  subsidize  local 
prices;  maintain  the  returns  on  ewe  mutton  and 
canning  me;d  ;  meet  interest,  storage,  and  insurance 
ciiargesj  and  provide  against  capital  liability  on 
emergency  canning  phmts  and  cool  stores  (.^). 

In  the  negotiations,  the  New  Zealand  Government 
iiulicated  that  price  increases  should  be  granted 
when  the  index  of  exj)ort  prices  in  the  United  King- 
dom rose  10  percent  or  more.  While  this  was  not 
accepted  as  one  of  the  terms  of  the  agreement,  the 
movement  of  prices  of  articles  tlud  :u-e  imported  into 
Xew  Zetiland  litis  been  an  important  factor  in  sub- 
sequent determination  of  price. 

In  .\ugust  15)44,  the  New  Zetdand  Prime  Minister 
tmnounced  that  the  United  Kingdom  Government 
had  agreed  to  pay  to  the  New  Zealand  Government 
a  lumj)  sun,  of  19,000.000  pounds  sterling  ($48,420,- 
nOO)  and  an  additional  4,000,000  pounds  sterling 
($16,140,000)  per  year  for  the  next  4  years  as  com- 
peiistition  for  the  abnoi-nnd  increase  in  prices  of 
Xew  Zeidand's  imports  since  1989.  These  funds  are 
to  be  i)laced  in  stabilization  accounts  of  the  respec- 
tive industries,  tind,  aftei-  the  Govermnent  htis  re- 
couped expenditures  on  subsidies  paid  during  the 
wai-  to  hold  down  farm  costs,  they  will  be  used  for 
the  benefit  of  the  various  fai'm  industries  after  con- 
sulttdion  with  their  represent titives. 

The  point  of  purchase  has  in  the  nuiin  been  f.  o.  b. 
shipboiiid  ill  New  Zealand.  I'lius  the  Ignited  King- 
dom iiiis  borne  the  incretised  costs  of  freight,  insur- 
ance. ;uid  landing  cliai-ges.  The  United  Kingdom 
(lovernmcnt  has  also  agi'eed  to  assume  stortige 
charges  in  X^ew  Zealand  when,  because  of  ^^hipping 
short  iiges.  goods  subject  to  a  purchase  agreement 
must  be  held  in  stock  longer  than  usual. 

The  iK'got  iiil  ions  begtm  with  the  understanding 
that  all  the  exportable  stii|ilus  of  meat  ajul  daii-y 
produce  w;is  to  be  subj(>ct  to  the  agi'cements.  The 
discussions  revetded  tlntt  the  T'nited  Kingdom  :ind 
.\eu  Zealand  placed  a  dilb'rcnt  interprettU ion  on  the 
phia-e  "e\poit;d)le  surplus."  X'ew  2ie:dand  under- 
stood the  term  to  metin  the  lottd  surplus  production 
over  and  abo\c  its  domestic  re(|uirements:  the  X'nited 
Kingdom  tidopted  the  definition  "the  quantity  which, 
having  regtird  to  aviiiltdile  ships,  could  in  fact  be 
exported.''    The  United  Kingdom  Govei-nnuMit  as 
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a  buj'er  did  not  desire  to  commit  itself  to  purchas- 
ing limitless  quantities  of  perishable  produce  that 
might  be  stranded  in  the  country  of  production.  A 
compromise  was  adopted  whereby  the  United  King- 
dom promised  to  purchase  certain  defined  quantities 
of  meat,  butter,  and  cheese  and  to  endeavor  to  lift  any 
additional  quantities  made  available  for  export,  sub- 
ject to  the  British  supply  and  shipping  situation. 
The  compromise  was  acceptable  to  New  Zealand, 
since  the  defined  quantities  covered  approximately 
all  the  estimated  surpluses  available  for  export.  The 
agreement  covers  all  wool  not  desired  by  New  Zealand 
processors  without  qualification  regarding  shipment. 

The  bulk-purchase  agreements  with  the  United 
Kingdom  could  best  be  handled  by  a  sj'stem  of  gov- 
ernment purchase  and  control  in  the  selling  country. 
The  scope  of  the  New  Zealand  Marketing  Depart- 
ment's functions  consequently  has  greatly  expanded. 
The  Export  Division  was  given  powers  in  the 
Marketi}ig  Amendment  Act,  1939,  to  acquire  any 
foodstuffs,  or  to  fix  wholesale  and  retail  prices. 
Provisions  were  also  made  to  finance  the  acquisition 
arrangements  with  the  United  Kingdom.  As  a  re- 
sult, the  Department  has  extended  its  control  over 
exports  to  all  products  covered  in  the  agreements. 

The  war  measures  thus  served  to  hasten  the  ex- 
tension of  the  guaranteed-price  plan  for  dairy  prod- 
ucts to  other  commodities.  The  original  plan  antic- 
ipated the  inclusion  of  other  major  export  products 
at  an  early  date.  The  reciprocal-trade  provision  in 
the  original  act  also  anticipated  bulk  sales  to  ex- 
por-t  markets,  and  Mr.  Nash  spent  much  time  in  ne- 
gotiations directed  toward  the  consummation  of  this 
objective.  The  war  cannot,  therefore,  be  said  to  have 
caused  a  definite  break  in  New  Zealand  policy. 
Rather  it  accelerated  established  trends  and  aided  in 
the  realization  of  the  Government's  avowed  policies. 

The  continuation  of  the  present  program  into  the 
early  post-war  period  was  assured  when,  on  August  3, 
1944,  the  New  Zealand  Prime  Minister  announced 
before  the  twelfth  Dominion  conference  of  ward  dele- 
gates of  the  New  Zealand  Dairy  Board  that  the  New 
Zealand  Government  had  entered  into  a  4-year  con- 
tract with  the  United  Kingdom  Government  for  the 
sale  of  meat  and  dairy  products  to  the  United  King- 
dom." In  addition  to  providing  for  the  lump-sum 
])ayments  previously  nientionod  as  compensation  for 
increases  in  the  price  of  British  cxporls  to  N(>w  Zea- 
land between  1939  and  1941,  llic  iKnv  I  ycnr  coiilriH  l 
i-aised  the  return  on  butter  to  Ki. l  piMice  cil.s  cents) 

"Thk  Dominion  [Wkli.inton].    rMTi;i)  kingdom  pavmicnts  rnu 
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a  pound  and  on  cheese  to  9.5  pence  (12.7  cents)  a 
pound  for  the  1944—45  and  1945-4G  seasons.  Prices 
for  the  third  and  fourth  contract  year  are  to  be 
reviewed  in  the  light  of  costs  then  existing. 

The  Prime  Minister  announced  that  the  arrange- 
ments also  provided  for  some  proportionate  increase 
in  the  price  of  meat,  partly  by  way  of  an  increase 
in  the  price  paid  per  pound,  and  partly  by  way  of 
periodic  lump-sum  payments.  Since  the  matter  was 
still  the  subject  of  discussions  in  London,  the  amounts 
of  the  increases  were  not  announced. 

Considerations  Affecting 
Future  Policy 

New  Zealand's  commercial  policy  before  the  war 
was  directed  at  "insulating"  the  internal  economy 
from  the  disturbing  effects  of  wide  fluctuations  in 
the  overseas  prices  of  the  main  export  products  (-?). 
This  policy  involved  exchange  and  import  control,  as 
well  as  guaranteed  prices  for,  and  state  control  of. 
expoi^t  products.  When  these  measures  and  others 
not  so  directly  concerned  with  agi'icultural  trade  are 
taken  into  account,  the  cumulative  result  is  a  mosaic 
of  bilateral  and  state  trading,  imperial  preferences, 
import  and  exchange  restrictions,  and,  to  a  limited 
extent,  export  subsidizations.  In  the  administration 
of  these  policies,  however,  the  New  Zealand  Govern- 
ment sought  to  prevent  increases  in  the  cost  of  pro- 
duction of  the  export  products  that  are  so  imi)or- 
tant  in  the  countrj^'s  economy. 

New  Zealand  is  an  efficient  producer  of  its  main 
export  products  and  used  subsidies  before  the  war 
to  aid  its  agricultural  producers  to  a  limited  extent 
only.  The  subsidy  to  apple  and  pear  producers,  the 
protection  afforded  wheat  growers,  and  the  net  losses 
under  the  "guaranteed  price"  for  export  dairy  prod- 
ucts wore  the  most  important  subsidies.  Other  in- 
direct subsidies  were  given  through  freight-rate  con- 
cessions and  reduced  fertilizer  prices. 

The  outstanding  development  of  I  ho  war  period 
has  been  the  general  extension  of  ihe  guaranteed 
price  to  all  products  covered  by  the  bulk-sales 
arrangemoiit.s  Avilh  the  United  Kingdom.  These 
agreements,  when  considered  with  the  blocked- 
sterling  arrangements,  have  accentuated  the  bilateral 
features  of  the  N(>\v  Zoaliind  program.  The  essential 
feadiros  of  the  wur  pi-ograni  will  be  carried  into  lli(> 
eiii  l  v  jxist-war  period  ii--  ;i  rcrull  of  I  lie  agreement  of 
I  he  I'nited  Kingdom  to  conliiuie  llie  bulk  purchase 
of  New  Zealand  meat  and  dairy  products  until  194S. 

This  agreement  promises  a  secure  market  for  sill 
of  Now  Zealand's  major  export  products,  except  wool, 
during  the  early  po.st-war  period.    The  wool-pnr- 
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clia.se,  agreement  runs  for  the  duration  of  the  war  and 
1  year  thereafter.  Since  huge  stocks  belonging  to 
tlie  British  Government  are  on  hand  in  New  Zea- 
land—and in  Australia  and  South  Africa  as  well— 
the  marketing  of  wool  during  the  post-war  period 
will  he  greatly  influenced  by  the  policy  followed  in 
li(iuidaling  these  stocks.  Following  World  War  1. 
similar  stocks  were  disposed  of  over  a  period  of  years 
l)y  an  Inter-Empire  Board  known  as  the  British 
Australian  Wool  Realizati(m  Association.  Stocks 
are  nnich  larger  at  present,  however,  than  they  were 
then,  and  wool  faces  increasing  competition  from 
synthetic  products.  There  are  groups  of  wool  pro- 
ducers in  each  of  the  three  Southern  Biitish  Do- 
minions who  advocate  the  continmition  of  the  Brit- 
ish purchase  arrangement  through  :5  or  more  post- 
wai-  years.  Such  a  program  would  be  costly  to  the 
liritish  (iovernment  and  is  opposed  by  the  British 
woolen  intea-ests.  The  magnitude  of  available  sup- 
jilies  at  the  war's  end,  however,  may  prevent  an  early 
return  to  the  uncontrolled  marketing  and  trading 
practices  of  the  pre-war  period. 

Bv  1948  the  Marketing  Department  will  have  con- 
trolled the  export  of  butter  and  cheese  for  12  years, 
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of  meat  products  for  9  years,  and  of  wool  and  other 
proilucts  for  the  war  period  or  longer.  Producer 
opinion  •«vith  respect  to  the  operation  of  existing 
programs  will  then  be  an  important  element  in  the 
determination  of  future  policy.  Although  producers 
have  comi)lained  at  times  about  prices  received  for 
exi)ort  products  and  about  some  of  the  programs 
of  the  Internal  Marketing  Division,  they  appear,  on 
the  whole,  satisfied  with  the  guaranteed-price  policy. 

\ew  Zealand,  during  the  pre-war  period,  developed 
an  ellicient  agri(;ultural-pr<)duction  industry  yet 
found  it  necessary  to  intervene  more  and  more  in 
the  marketing  of  the  produce  of  that  industry.  On 
the  whole,  however,  the  country  relie<l  upon  the  main- 
tenance of  low  production  costs  as  the  basis  of  its 
exi)ort  trade  and  employed  protective  measures  prin- 
cipally to  .safeguard  agricultural  j)roducers  fnmi  the 
efi'ects  of  erratic  changes  in  world  prices  of  their  ex- 
port products  and  to  protect  the  country  from  an  un- 
favorable balance  of  trade.  Since  the  agricultural 
industry  of  New  2Jealand  is  so  directly  dependent 
upon  exports,  it  stands  to  benefit  by  an  expansion 
of  world  markets  as  anticipated  in  niunerous  dis- 
cussions and  agreements  of  the  United  Nations. 


(1)  Aston,  B.  C,  and  Kigg,  T. 

19.36.    SOILS   OF    NEW   ZE.M.AND.    /«  Belshaw, 

Williams,  D.  O.,  and  Stephens,  F.  B.,  Agri- 
cultural Organization  in  New  Zealand  .  .  . 
(I.  P.  K.  Internatl.  Res.  Ser.)  SOH  pp.,  illus. 
Melbourne,  London,  etc. 

(2)  BKr.sHAW,  H. 

li)3T.     Gl  AllANTKKn  I'KRKS  KOR  NEW  ZEALAND  EXl'OKTS. 

Econ.  Kee.  13:  168-188. 


report! 


207 


(10) 


(3) 


(4) 


1939. 


1944. 


STABIUZATION  IN  A  DFJENDENT  ECONOMY.  ECOD. 

Reo.  V.  15,  Sup.,  Apr.  1939,  pp.  40-58. 


STABIUSATION      POLICY      IN      NEW  ZEALAND. 

Internatl.  Labour  Rev.  49:  298-322,  illus. 
(."))  IL\Mi'ro.\,  R.  G. 

193."l.     EXPORT   CONTROL  BOARDS  IN    NEW  Z&VLAND.  Ill 

Holland,  W.  L.,  ed..  Commodity  Control  in 
the  Pacific  Area.  448  pp.,  illus.  Stanford 
T'niversity,  California. 

(6)  KiDsoN,  E. 

1036.  CLIMATE.  In  Belsliaw,  H.,  Williams,  D.  O.,  and 
Stephens,  F.  B.,  Agricultural  Organization 
in  New  Zealand  ...  (I.  P.  R.  Internatl. 
Res.  Ser.)  806  pp.,  illus.  Melbourne,  Lon- 
don, etc. 

(7)  Nash,  WALTEat 

1943.  NEW  zeai.^vnd;  a  wobkinc;  democracy.  325  pp. 
illus.    New  York. 

(8)  [New  Zeajand)  Census  and  Statistical  Department. 

1942.  the  ne\v  zi-uland  omciAL  year-book.  1942. 
83<5  pp.,  illus.  Wellington. 

(9)  [New  Zealand]  Dairy  Industry  Commission. 


(12) 


(13) 


dairy  industry  commission 
pp.,  illus.  Wellington. 
[New  ZjalandI  Marketing  Department. 
1940.    food  and  other  supplies  io  the  united  king- 
dom DURING  THE  WAR.    Statement  by  the 
Hon.  Walter  Nash,  IMinister  of  Marketing 
to  both  Houses  of  the  General  Assembly. 
H.— 30b.  44  pp.,  illus.  Wellington. 
ZealandI    Markbtting    Department  (Export 
Division  ) . 

annual  report,  19S9-40.    42  pp.,  illus.  Wel- 
lington. 

New  ZfiALiVND]   Primary  Products  MARKEriNo  De- 
partment. 

annual  report,  1936-37.    54  pp.,  illus.  Wel- 
lington. 


(11)  [New 
1940 


1937. 


1938.  annual  report,  i937-3s.    64  pp.,  illus.,  Wel- 

lington. 

(14)  Smith,  T.  R. 

1943.    internal  marketing  of  new  zeai^nd  primary 
PRODUCTS.    Econ.  Rec.  19  :  171-184. 

(15)  Sn':PHENS,  F.  B. 

1936.  CONTROL  BOARDS.  In  Belshaw,  H.,  Williams, 
D.  O.,  Stephens,  F.  B.,  Agricultural  Organi- 
zation in  New  Zealand  ...  (I.  P.  R.  Inter- 
natl. Res.  Ser.)  806  pp.,  illus.  IVIelbourne, 
London,  etc. 

(16)  SuTCH,  W.  B. 

1939.  THE  OTTAWA  AGREEMENT  AND  AFTER.    ECOn.  ReC. 

T.  15.  Sup.,  Oct.  1939,  pp.  32-44. 

(17)   

1940.     MAEKCnNG  AND  PIUCE  CONTROL  IN  NEW  ZFwVLAND. 

Econ.  Rec.  16:  68-77. 


282  Foreign  Agriculture  Vol.  8,  No.  12 

United  Kingdom  Wartime  Policy  and 
Post- War  Program  for  Milk 


by  DAVm  D.  JONES 

At  the  outbreak  of  wnv,  there  was  a  semi- 
official agency  in  the  United  Kingdom  through 
whicli  producers  could  market  milk  both  for 
consumption  in  a  fresli  state  and  for  manufac- 
luring  purposes.  The  Milk  Marketing  Board  at 
that  time  liandled  practically  all  milk  for  use 
in  manufacturing  dairy  pi'oducts.  It  now  pur- 
chases from  producers  and  sells  to  the 
Ministry  of  Food  all  United  Kingdom  milk. 

Production  and  Consumption 

Farmers  in  Great  Britain  and  Northern  Ireland 
have  managed  to  avoid  a  serions  decline  in  milk 
production  since  the  beginning  of  the  war  by  their 
response  to  a  governmental  wartime  program  that 
gave  milk  first  place  among  all  foodstuffs  because 
of  its  vital  place  in  the  national  diet.  The  United 
Kingdom  consumes  more  fresh  milk  at  present  than 
at  any  other  time  in  its  history;  in  fact,  the  present 
rate  is  35  to  40  percent  above  pre-war  level. 

Dairy  herds  have  been  substantially  increased.  l)ut 
it  has  not  been  possible  to  maintain  normal  output 
per  cow.  Producers  have  been  seriously  handicapped 
by  a  shortage  of  skilled  labor,  a  decline  in  iiupoi-ted 
feedstuff's  of  apj^roximately  6,000,000  long  tons 
(2,240  pounds) ,  and  the  plowing  up  of  7.000,000  acres 
of  grassland.  The  shortage  in  feedstuffs  has  been 
only  partially  relieved  through  a  diversion  of  su])- 
plies  from  pig  and  poultry  producers  to  dairy  farm- 
ers and  by  rationing  in  proportion  to  the  amount  of 
milk  sold. 

Wartime  Control 

The  Milk  M  arketing  I'xiard  now  pll^(■llase^  a  1 1  milk 
directly  from  producers,  with  payments  varietl  ac- 
cording to  region  of  production.  Tlie  Board  sells 
the  milk  to  tlie  Ministry  of  Food  nl  pr  ices  presci'ibed 
by  the  latter,  grade  differentials  being  based  on  (|ual- 
ity  tests  conducted  by  the  Ministry  of  Agriculture. 
Finally,  the  Ministry  of  Food  wholesales  milk  id  di> 
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tributors  and  manufacturers,  again  at  coiit i-olled 
prices  that  are  uniform  regardless  of  how  the  com- 
modity is  utilized. 

Larger  quantities  have  been  made  a\  ailal)Ie  lor  con- 
sinnption  in  the  original  form  by  the  diversion  of 
milk  to  fresli  u.se  fi-oni  other  uses  that  could  be  dis- 
pensed with  or  met  by  imports  more  easily  than  by 
domestic  production.  Part  of  the  milk  formerly 
utilized  in  the  production  of  butter  and  cheese,  for 
example,  has  been  channeled  into  the  fluid  trade. 
The  manufacture  of  cream  and  ice  cream  has  been 
prohibited,  and  the  quantity  of  skim  milk  fed  to  live- 
stock has  been  drastically  reduced. 

The  wartime  method  of  control  represents  a  lel- 
atively  easy  transition  from  that  of  peacetime.  Prior 
to  1922,  milk  marketing  in  the  United  Kingdom  wa& 
generally  unorganized.  From  that  year  nntil  VXV.]. 
nuich  of  it  was  directed  by  the  Peitnaiient  Joint 
Milk  Committee,  a  nongoveiuiMcnl ai  hodv  composed 
of  representatives  of  the  National  Farmers"  rnion 
and  of  the  National  Federation  of  Dairymen's  As- 
sociations. After  1933,  and  until  the  beginning  of 
the  war,  such  activity  became  the  responsibility  of 
the  Milk  Marketing  Board,  recruited  entirely  from 
pi'oducers.  and  there  was  a  gradual  lightening  of 
control.  Both  Committee  and  Board  directed  their 
efforts  towai  d  more  efficient  production  and  distribu- 
tion of  higher  quality  milk  in  greater  quantities  at 
|)rices  remunerative  to  farmers  and  wholesalers. 
IJrimai'ily  through  niark(4  organization  and  price 
fixing. 

Increasing  conipet  it  ion  among  farmers  had  led  to 
a  .severe  fall  in  milk  prices  hy  193:i.  This  was 
especially  line  of  that  part  of  the  -upply  sold  for 
manufacturing  purposes,  which  also  had  to  compete 
with  considerably  chea])er  daiiy  i)roducts  imported 
from  Canada  and  New  Zealand.  As  a  result,  larger 
(luantities  of  such  milk  were  sold  to  the  fluid  trade, 
because  somewhat  better  prices  were  thus  obtainable. 
The  over-all  pi-oduction  trend  contimu'd  slowly  np- 
ward,  however,  despite  the  tni favorable  conditions 
generally  prevailing  before  the  cication  of  the  Milk 
Mai'keting  Board. 

I-'roiii  October  1!>:').'1  to  the  end  of  Septeinher  l!Ml). 
lo  meet  t  he  compel  it  ion  of  imported  milk  i)r()(lMcts. 
:ill  milk  u.sed  in  mami factiu'ing  was  directly  siibsi- 
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(lized.  Sales  by  all  but  the  smallest  producers  had 
to  be  made  either  throujili  the  Board  or  with  the 
Boards  approval.  FaniuMs  were  thus  assured  of  a 
pi'ice  suHicieut  to  coxcr  costs  of  production  plus  a 
niai'jiin  of  profit  on  all  milk  sold. 

The  coiiiitry  was  divided  into  regions,  and  all  i)ro- 
tliicers  in  a  siufjle  region  were  paid  the  same  price 
by  the  Board  or,  in  the  case  of  approved  sales,  paid 
a  sui)i)lemi'ntary  amount  to  bring  their  price  up  to 
tlu'  regional  level.  Adjustments  were  nuule  foi' 
grade  and  (juality.  t i-ansportation  ct)srs,  and  similar 
items.  The  e(iualized  price  received  by  a  producei' 
in  a  regional  pool  from  the  Milk  Mai-keting  Board 
inchuled  a  subsidy  diawn  from  Exche<iuer  funds. 
This  was  paid  to  make  uj)  the  ditl'erence  between  a 
guaranteed  price,  called  a  "standartl  price,"  and  cit  lier 
the  actual  sale  price  of  nuinufacturing  milk  oi-  a 
figure  negotiated  annually  between  producers  and 
manufactuivrs,  whichever  involved  the  lesser  amount . 
The  negotiated  figure  was  based  on  the  average  com- 
petitive price  of  cheese  imported  from  New  Zealand 
and  Canada,  and  agreed  upon  by  the  Board  and  the 
Central  Milk  Distributive  Council.  Most  of  the 
increased  (juantity  of  milk  sold  off  farms  as  a  result 
of  this  arrangement  was  processed  rather  than  used 
in  liquid  form. 

In  the  pre-war  period  of  board  control,  milk  pro- 
duction increased  gradually.  The  trend  in  butter 
production,  although  upward,  was  rather  irregidar, 
and  impoi'ts  dediiu-d  slightly  but  steadily.  Both 
cheese  production  and  imports  were  virtually  .stable, 
production  fluctuating  moie  than  imports.  The  pro- 
duction of  condensed  and  jjowdered  milk  iiu'reased 
gi  adually,  but  imports  declined. 

In  February  1931),  producers  received,  on  an  aver- 
age, 1  shilling  3  pence  (28  cents  at  the  prevailing 
rate  of  exchange)  i)er  imperial  gallon  (1.2  U.  S. 
gallons)  for  milk.  During  the  corresponding  month 
of  1943,  the  price  rose  to  about  2  shillings  G  pence 
(oO  cents).  Prices  to  i)roducers.  currently  reported, 
approximate  the  latter  figure.  Furthernu)re,  a  pre- 
uMum  of  4  pence  (6  cents)  per  imperial  gallon  is  now 
being  paid  for  "'attested"  or  tuberculin-tested  milk 
fiom  cerl  ified  herds. 


Official  Post- War  Production 
Goal 

Assuming  a  |)olicv  i)osition  similai'  to  that  pre- 
viously taken  by  the  Minister  of  Agricidt uic,  the 
.Minister  of  Food  on  June  9  said  : 

I  want  to  see  the  National  Millc  Si-liein(^  continued  :  I  want 
to  see  the  inilli  in  schools  scheme  continued,  and  I  want 
to  he  ahle  to  di.scontinue  milk  rationing;,  as  soon  as  i)ossil)le 
after  llie  war.  We  shall  also  want  to  manufacture  in  this 
country  the  maximum  (inaiitity  of  condensed  milk,  milk 
powder,  hutter,  and  cheese  and.  if  we  arc  to  accomjilish  this, 
we  sh.ill  need  8(i(),0(H»,000  gallons  nioie  niin<  eacli  year  to 
he  produced  in  this  country. 

Some  idea  of  the  significance  of  this  lignic  can  be 
obtained  from  the  fact  that  annual  ovei-all  milk 
|)rodiiction  just  prior  to  the  war  averaged  almost 
1,8UU  million  gallons,  of  which  something  over  2t)0 
million  gallons  were  fed  to  livestock. 

By  way  of  encouraging  farmers  to  produce  the  in- 
creased quantity  of  milk  that  is  likely  to  be  required 
during  the  next  4  years,  the  GovernnuMit,  on  May 
2;),  amiounced  its  decision  to  guarantee  prices  "up 
to  the  summer  of  1948"  at  not  less  than  those  pres- 
ently prevailing,  with  the  exception  of  the  special 
wartime-production  bonus  paid  for  the  current  year. 
Moreover,  actual  costs  above  such  prices  are  to  be 
covered  by  adjustments  made  each  year.  Any  future 
bonus,  such  as  that  for  tuberculin-tested  milk,  will 
be  subject  to  annual  review  before  payment.  The 
Ministry  of  Agriculture  has  estimated  that  it  will 
be  necessai'y  to  increase  production  by  at  least  100 
imi)erial  gallons  per  cow  per  year  within  4  years 
to  obtain  the  additional  quantity  needed. 

Post-war  milk  supplies  probably  will  be  used 
largely  in  fresh  or  liquid  form,  according  to  present 
indications.  If  so,  only  reduced  amounts  will  be 
available  for  maiuifacttiring,  at  least  for  a  time, 
and  there  will  be  a  corresponding  need  for  imijorted 
milk  products.  If  such  is  the  case,  the  control  em- 
ployed woidd  require  greater  emphasis  on  consump- 
tion programs  and  production  efficiency  than  in  pre- 
war years.    Prospects  for  milk    producers  in  the 
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United  Kingdom  appear  to  be  quite  promising  in  view 
of  the  announced  policy  of  the  Ministries  of  Food 
and  Agriculture  regarding  increased  consumption 
of  fluid  milk  and  milk  products. 

Meanwhile,  the  quality  of  milk  is  being  steadily 
improved  through  the  adoption  of  more  sanitary 
methods  of  production  and  handling,  lowered  bac- 
teria count,  and  tuberculin  testing.  The  plan  is  to 
make  "accredited"  milk,  or  that  produced  under  vet- 
erinary and  sanitary  inspection,  the  national  stand- 


ard grade.  Implementing  such  a  trend,  inspection 
by  the  Ministry  of  Agriculture  of  premises,  equip- 
ment, and  production  methods  is  superseding  that  by 
local  authorities.  The  change  should  result  in  a 
product  of  higher  quality  and  greater  uniformity. 
In  seeking  further  to  imin-ove  efficiency,  the  Gov- 
ernment proposes  to  give  active  encouragement  to 
the  upbreeding  of  the  nation's  dairy  herds  by  super- 
vising, through  licensing,  the  widespread  establish- 
ment and  operation  of  artificial-insemination  centers. 
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